Abstract. A proof is given for the Ruled Residue Conjecture, which asserts that if v is a valuation of a simple transcendental field extension K0(x) and v0 is the restriction of v to K0, then the residue field of v is either ruled or algebraic over the residue field of v0.
1. Introduction. Let K0 E K -K0(x) be fields with x transcendental (abbreviated tr.) over A"0, let v0 be a valuation of K0 and v be an extension of v0 to A"; and let Vq C V, k0 C k, and G0 C G be the respective valuation rings, residue fields, and value groups.
We prove here the Ruled Residue Conjecture, which asserts that k is either algebraic over k0 or ruled over k0. ("Ruled" means that there should be a field kx with k0 C kx E k and k simple tr. over kx; in the present setting such a kx is necessarily finite algebraic over k0. Cf. [3] .)
This conjecture was suggested by Nagata [2] , who proved the case of discrete, finite rank t>0. The char. 0 case of the conjecture (i.e. char. k0 = 0) was settled by the present author in [3] , and Heinzer [1] subsequently improved this result to the case that k0 is perfect. The proof of the full conjecture given below is completely elementary and direct, in contrast to the proofs of these special cases. 
